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CONFERENCE concentrating the financing highways, partic- 
ularly how the states and localities, with the incentive the new federal-aid 
program, can accelerate the development adequate, high-standard high- 
way system. The undertaking appears involve the expenditure $100 billion 
more over the next years, with the state and local governments possibly re- 
sponsible for half more the total. This would necessitate for some states 
considerably higher level than they now have prospect, and 
would involve for all states greater problems physical and fiscal planning and 
fiscal policy and management, well the cost operating and maintaining 
the system. One the major problems how secure balanced program for 
all classes roads and streets despite the imbalance created federal concen- 
tration the interstate system. 


NEED FOR BALANCED PROGRAM 


But highways are only one the basic capital facility responsibilities state 
and local government. One would hesitate say that they should have higher 
priority than schools, facilities for higher education and for health and correc- 
tional institutions, water supply, stream pollution control, slum clearance and 
urban redevelopment, that they should planned and built without any 
regard the unsolved problems mass transportation urban areas. Stepping 
the highway program, therefore, may create imbalance among the major 
capital facility programs states and localities unless there acceleration 
all programs and some overall determination priorities within the range 
financial resources that can made available. one wants see sovereign 
states resolved into highway departments. 

How much such balanced program, covering all basic capital needs, would 
cost, and how rapidly could planned and developed with the personnel and 
facilities available, and without starting inflationary trend that would par- 
tially defeat its purpose, would difficult estimate. know, however, 
that catching with the backlog, keeping pace with depreciation and obsoles- 
cence, and meeting the new capital needs created the growth and shifting 
population and industry will require more effort the next years than 
have expended the last years. And yet, the last years, states and 
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localities have spent very substantial amounts from current revenues and sur- 
plus for capital projects, done over $40 billion long-term capital borrowing, 
and trebled the state and local government debt—from estimated $15.7 bil- 
lion June 30, 1946, figure that probably was close $48 billion June 
30, 1956. 

big question arises whether the states, with their political subdivisions, 
can cope with this need part their partnership responsibilities the federal 
system, whether there must progressive surrendering these responsi- 
bilities the central authority. 

thesis that the states have the resources, the potential fiscal capacity, 
accelerate not only the highway program but the other basic capital programs, 
but that most them lack the equipment the job. Removing the financial 
roadblocks involves largely the elimination these deficiencies equipment. 
They may identified, broadly, self-imposed restrictions the power use 
fiscal capacity, deficiencies fiscal policy, deficiencies organization, and 
lack the best tools for fiscal administration. The extent which the states and 
localities are handicapped these equipment deficiencies varies widely, and 
large amount effort and ingenuity has been used the past several years 
eliminate them circumvent them; but even the most progressive state and 
local governments need some further adjustments put them high gear for 
handling adequate overall capital program. This identification the financial 
roadblocks leads into well-worn areas discussion and debate; but not too 
well-worn for further consideration here because the obstacles question still 
await removal. 


The various self-imposed fiscal limitations are too familiar need detailed 
identification. They involve constitutional prohibitions and restrictions state 
legislatures and constitutional and statutory prohibitions and restrictions 
local governments. Some these restrictions undoubtedly are wise and con- 
structive, but others are merely instruments limited antiquated govern- 
ment. fair say, believe, that the constitutional withholding the 
state power borrow and use certain productive forms taxation, several 
states have reduced themselves positions limited partnership the federal 
system. too many other states, however, the procedure for authorizing state 
bonds protracted, restricted, uncertain its results vitiate long- 
term capital and economic planning and impel legislatures resort costly 
subterfuge and circumvention. 

The London Economist, reviewing the state elections year ago, com- 
mented with some bewilderment that “in all but eight states, the elected repre- 
sentatives the people are treated wards chancery when comes rais- 
ing loans for public investment,” and then added, for the enlightenment its 
readers, “It must admitted that there plenty historical justification for 
these fetters representative government.” 

seems inevitable that the states will have borrow, some them large 
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amounts, there balanced highway program and balanced overall 
capital program. Some streamlining and rationalizing the bond authorizing 
procedures would help, but not adequate answer the question how 
assure continuing capital program that provides adequate when 
they are needed, and the soundest and most economica! manner. 

The only adequate answer, believe, thoroughly comprehensive budget, 
which the capital section integral part, developed unified finance 
department under governor who has the power govern, for consideration 
and approval representative legislature. This integration capital and 
operational requirements the budget process recognizes that adequate capital 
facilities are much continuing need the operating departments are per- 
sonnel and supplies, and that actual capital facility requirements are deter- 
mined the programs and objectives the operating departments. The means 
financing the capital portion the budget would depend such factors 
the nature and size the projects and the condition the economy. state 
the issue very briefly, only working toward comprehensive, balanced expendi- 
ture management for the state whole, that can secure the understanding 
and confidence the legislature and the people, can emerge from the dis- 
concerting limitations and spasmodic efforts that mark our present system. 

The best managed cities the nation are already far advanced along this 
road, but they tend handicapped the effective use fiscal capacity 
archaic constitutional and statutory restrictions. state after state, recent 
years, there has been action overcome these financial roadblocks, some this 
action forthright methods elimination and some the devious and 
dubious route circumvention. This movement has been far from universal, 
however, and those states where local bond and tax laws are still outmoded 
and unduly restrictive handicap reasonable and judicious use borrow- 
ing and taxing power, concerted effort needed for their constructive modern- 
ization. 

DEFICIENCIES 

The appropriate choice fiscal policy, the second place, can account for 
considerable part the difference between frustration and success carrying 
out long-range capital program the magnitude that needed. There are 
three desirable policy objectives, particular, about which should keep re- 
minding ourselves, because some state and local governments tend overlook 
them. 

One that the totality resources revenue and borrowing 
power should kept free and flexible possible for well-balanced plan- 
ning and financing the overall, long-range job governing. Expediency, 
pressure-group influence, misguided conceptions good management tend 
produce progressive segregation bits and pieces resources 
until the cumulative effect grotesque caricature the budgetary process. 
This applies, among other things, freezing into the state constitutions the dis- 
position highway revenues. This not merely restriction matter that 
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properly falls the range legislative policy, but very severe limitation 
the development comprehensive budgeting. One may subscribe strongly 
the theory financing highways the basis benefit; but this should not 
obviate recognition the need for keeping state’s total financial resources 
flexibly available. 

This policy objective keeping resources flexible for future use applies with 
equal force certain long-term borrowing practices. Several states, with the 
praiseworthy intention securing low interest rate certain limited obliga- 
tion bonds, have pledged large and expanding sources revenue such 
manner reduce all future, similar bond issues position subordinate 
security, reduce the utility the excess revenue. The state Connecticut, 
for example, has been placed considerable effort extricate itself from such 
predicament. 

second policy objective, especially meaningful with the sharp rise inter- 
est rates, relates the issuance bonds. When borrowing necessary, the 
choice borrowing medium, wherever possible, should that which most 
economical—which produces the lowest possible interest cost. This means, for 
example, avoiding revenue bonds when the interest rate will appreciably 
higher than for general obligation bonds. Too many states and municipalities 
have exercised their ingenuity recent years devising borrowing instruments 
that have enabled them pay investors from per cent per cent 
more than they had issued bonds with pledge their faith and credit. Much 
this, but means all it, has been forced evasion the constitutional 
prohibitions previously referred to. one state, such obligations are designated 
officially non-debt bonds, which neat example the magician’s art, when 
you stop think about it. 

This brief comment the choice borrowing medium necessarily over- 
simplified, the decisions made are complex for many reasons; but the gen- 
eral objective sound its potentialities for large financial savings. worth 
emphasizing, this connection, that there compulsion use revenue 
bonds finance projects designed revenue producing. New Hampshire 
has financed toll roads with general obligation bonds and New York and New 
Jersey have guaranteed part their toll road bonds—policies that have pro- 
duced savings many millions dollars. This combined revenue produc- 
ing and economizing device that can duplicated for innumerable marginal 
enterprises under competent, unhampered expenditure management. 

third policy objective make the capital program instrument finan- 
cial stabilization rather than progressively weakening factor the govern- 

financial structure. This can done accepting the concept that cap- 
ital projects and bond issues are not necessarily synonymous—that some reason- 
able portion the capital program should financed from current revenues 
under favorable economic conditions. Such policy provides cushion against 
declining revenues times business recession, but requires comprehensive 
budget and freedom from earmarked funds make operate effectively. 
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DEFICIENCIES ORGANIZATION 


mentioned, the third financial roadblock, deficiencies organization. 
What this connotes, course, deficiencies administrative organization and 
deficiencies area organization the nation’s heterogeneous jumble politi- 
cal subdivisions with its haphazard relationship resources and capital needs. 
One might step further and note the nonexistence governmental organi- 
zation for the metropolitan areas which one-half, more, the federal grants 
for the interstate system are spent. 

compare years ago with now can see marked progress state 
and municipal administrative organization, but one has only read the reports 
the Commission Intergovernmental Relations and score more Little 
Hoover Commissions find the average state this progress has been too 
little and too slow. has not kept pace with new responsibilities and new de- 
mands. The great majority the states are trying run big business, fact, 
interrelated assortment many big businesses, without the most appropriate 
organization for business management. One must look mainly the best run 
municipalities for examples what really effective management organization 
can accomplish. 

There has been rather general agreement among the experts for many years 
how the states should organize for effective fiscal management, and these 
principles have been reaffirmed and refined again and again recent survey and 
study commission reports. Some the states have taken fundamental action 
adjust these principles, with results that have marks distinction. They are 
favorable position rise the new high standards now demanded in- 


creasing responsibilities; but too many the states are retrogressing, relatively, 
not moving fast enough hold the positions they occupied few years ago. 
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One the implications the new federal highway-aid program, was sug- 
gested earlier, that the states and their political subdivisions must step 
their capital programs all basic lines avoid imbalance favor high- 
ways. 

The point have tried make that there are more financial obstacles 
overcome than that raising additional money the job undertaken 
and carried through successfully. The painful fact that impossible now 
raise enough money meet all the demands for public spending, and difficult 
raise enough meet the actual needs, emphasizes the necessity, want 
ahead with this program, for learning how manage public expenditures 
that get the most value possible out every dollar income. This calls 
for quality expenditure management that goes beyond most existing prac- 
tice. 

The prerequisites for effective expenditure management include: competent 
people responsible for spending the money; adherence sound principles 
making decisions; appropriate administrative organization; and use the best 
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technical tools for fiscal management. The lack the highest quality manage- 
ment tools the fourth and last the financial roadblocks that appear need 
special attention. 

making decisions spend money, there are certain basic principles that 
need followed. The first principle for the administrator policy maker 
determine the results objectives wishes obtain from any proposed 
spending program. The second principle study the alternative means 
obtaining the desired results and then choose the one that accomplishes the 
most relation the cost. The third principle involves the ranking pro- 
posed programs the order their urgency need, and the allocation 
available money the basis this determination. Finally, the results spend- 
ing need appraised periodically, determine whether they are meeting 
original anticipations, could obtained better ways, are longer 
prior importance. 

These principles are simple, and any competent administrator will agree that 
observance all them necessary get the most value from the govern- 
money. But not possible apply them well without the right kind 
information, and most governments not have enough this kind infor- 
mation. The sources such information are accounting system that. shows 
the true costs programs, budget system that relates expenditures the ob- 
jects and purposes government instead categories employees, equip- 
ment, supplies, and the like, and operational reporting system that provides 
administrators, legislative bodies, and the public with record accomplish- 
ments and their costs compared with the original plans. 

you were check the equipment state and local governments through- 
out the nation, you would find that only relatively small minority have all the 
informational and organizational tools they need for the purposes defining 
objectives, measuring alternatives, determining priorities, and appraising results. 
Some very significant progress being made this area, but for the generality 
governments still lags behind the growth fiscal 

The elimination these equipment deficiencies would far increasing 
confidence representative government and securing the public support that 
necessary carry balanced public works program the magnitude 
that our dynamic economy needs. 
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